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program purposes or the establishment
of a facility for community rehabilita-
tion program purposes in order to pro-
vide vocational rehabilitation services.

(3) A written request for waiver or
modification, including supporting jus-
tification, must be submitted to the
Secretary as soon as the State deter-
mines that an exceptional or uncon-
trollable circumstance will prevent it
from making its required expenditures
from non-Federal sources.

(Approved by the Office of Management and
Budget under control number 1820–0500.)

(Authority: Sections 101(a)(17) and 111(a)(2)
of the Act; 29 U.S.C. 721(a)(17) and 731(a)(2))

EFFECTIVE DATE NOTES: 1. At 66 FR 7253,
Jan. 22, 2001, § 361.62 was amended by adding
‘‘(Approved by the Office of Management and
Budget under control number 1820–0500)’’, ef-
fective Oct. 1, 2001.

§ 361.63 Program income.

(a) Definition. For purposes of this
section, program income means gross in-
come received by the State that is di-
rectly generated by an activity sup-
ported under this part.

(b) Sources. Sources of program in-
come include, but are not limited to,
payments from the Social Security Ad-
ministration for assisting Social Secu-
rity beneficiaries and recipients to
achieve employment outcomes, pay-
ments received from workers’ com-
pensation funds, fees for services to de-
fray part or all of the costs of services
provided to particular individuals, and
income generated by a State-operated
community rehabilitation program.

(c) Use of program income.
(1) Except as provided in paragraph

(c)(2) of this section, program income,
whenever earned, must be used for the
provision of vocational rehabilitation
services and the administration of the
State plan. Program income is consid-
ered earned when it is received.

(2) Payments provided to a State
from the Social Security Administra-
tion for assisting Social Security bene-
ficiaries and recipients to achieve em-
ployment outcomes may also be used
to carry out programs under part B of
Title I of the Act (client assistance),
part B of Title VI of the Act (supported
employment), and Title VII of the Act
(independent living).

(3) The State is authorized to treat
program income as—

(i) An addition to the grant funds to
be used for additional allowable pro-
gram expenditures, in accordance with
34 CFR 80.25(g)(2); or

(ii) A deduction from total allowable
costs, in accordance with 34 CFR
80.25(g)(1).

(4) Program income cannot be used to
meet the non-Federal share require-
ment under § 361.60.

(Authority: Section 108 of the Act; 29 U.S.C.
728; 34 CFR 80.25)

§ 361.64 Obligation of Federal funds
and program income.

(a) Except as provided in paragraph
(b) of this section, any Federal funds,
including reallotted funds, that are ap-
propriated for a fiscal year to carry out
a program under this part that are not
obligated by the State by the begin-
ning of the succeeding fiscal year and
any program income received during a
fiscal year that is not obligated by the
State by the beginning of the suc-
ceeding fiscal year remain available for
obligation by the State during that
succeeding fiscal year.

(b) Federal funds appropriated for a
fiscal year remain available for obliga-
tion in the succeeding fiscal year only
to the extent that the State met the
matching requirement for those Fed-
eral funds by obligating, in accordance
with 34 CFR 76.707, the non-Federal
share in the fiscal year for which the
funds were appropriated.

(Authority: Section 19 of the Act; 29 U.S.C.
716)

§ 361.65 Allotment and payment of
Federal funds for vocational reha-
bilitation services.

(a) Allotment.
(1) The allotment of Federal funds for

vocational rehabilitation services for
each State is computed in accordance
with the requirements of section 110 of
the Act, and payments are made to the
State on a quarterly basis, unless some
other period is established by the Sec-
retary.

(2) If the State plan designates one
State agency to administer, or super-
vise the administration of, the part of
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